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WILLIAM A. MUNDELL T DOCKETED BY
COMMISSIONER N Lo TR
OCUMERT CONTROL

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE JOINT
APPLICATION OF CITIZENS UTILITIES DOCKET NOS. W-01032A-00- o /Y2

COMPANY; AGUA FRIA WATER W-01032B-00- 0/ 92
DIVISION OF CITIZENS UTILITIES W-01032C-00- g /92
COMPANY; MOHAVE WATER DIVISION W-0+656B-00——

OF CITIZENS UTILITIES COMPANY; S-02276A-00-

SUN CITY WATER COMPANY; SUN WS-02334A-00-

CITY SEWER COMPANY; SUN CITY WS-03454A-00-4 / 92
WEST UTILITIES COMPANY; CITIZENS WS-03455A-00-p 772
WATER SERVICES COMPANY OF W-02013A-00-
ARIZONA; CITIZENS WATER W-01595A-00- @ 7 92
RESOURCES COMPANY OF ARIZONA; W-01303A-00- 0 /P

HAVASU WATER COMPANY AND
TUBAC VALLEY WATER COMPANY,
INC., FOR APPROVAL OF THE NOTICE OF FILING CORRECTED
TRANSFER OF THEIR WATER AND TESTIMONY

WASTEWATER UTILITY ASSETS AND
THE TRANSFER OF THEIR
CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY TO
ARIZONA-AMERICAN WATER
COMPANY AND FOR CERTAIN
RELATED APPROVALS.

Arizona-American Water Company, one of the joint applicants in the above-
entitled matter, hereby files the Corrected Direct Testimony of David P. Stephenson

in support of the application. This testimony is filed to correct certain minor errors

appearing in the testimony and to include the schedule attached at Tab 1, which

was inadvertently omitted from the application that was filed with the Commission

on March 24, 2000.
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An original and 10 copies

of the foregoing and at'cacgsﬂy
exhibits were filed this

day of March, 2000, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

A copy of the foregoing
and attached exhibits were
delivered this & ay of
March, 2000, to:

Jerry L. Rudibaugh, Esq.

Chief Hearing Officer

Hearing Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Deborah R. Scott, Esq.

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Lyn A. Farmer, Esq.

Chief Counsel

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

PHX/NJAMES/1051741.1/73244.021

FENNEMORE CRAIG

/
Norman D. James
3003 North CentrgLA(éenue
Suite 2600
Phoenix, AZ 85012

Attorneys for Arizona-American
Water Company




~N SN U W

o0

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

FENNEMORE CRAIG
ATTORNEYS AT LAW
PHOENIX

Linda A. Jaress
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1200 West Washington Street
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Craig Marks, Esq.
Citizens Utilities Company
2901 N. Central Avenue
Suite 1660

Phoenix, Arizona 85012
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CORRECTED DIRECT TESTIMONY OF
DAVID P. STEPHENSON
IN THE MATTER OF THE JOINT APPLICATION OF
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Direct Testimony of David P. Stephenson

Q1 Please state your name, business address and telephone number.

A1 My name is David P. Stephenson. My business address is 880 Kuhn Drive, Chula Vista,
California 91914. My telephone number is (619) 656-2400.

Q2 By whom are you employed and in what capacity?

A2 TIam employed by American Water Works Service Company, Inc. (“Service Company’’)
as the Director of Rates and Revenues for the Western Region of American Water Works
Company, Inc. (“AWW”). The Western Region is comprised of water and wastewater
utilities located in Arizona, California, Hawaii and New Mexico, including Arizona-
American Water Company (“Az-Am”) (formerly Paradise Valley Water Company). 1
am also an Assistant Treasurer for Az-Am.

Q3 Please summarize your responsibilities as the Director of Rates and Revenues.

A3 Tam responsible for all rate applications and similar filings and various written and face-
to-face communications related to rates and charges for utility service with the public
utility commissions that regulate AWW?’s operating utilities in Arizona, California,
Hawaii and New Mexico.

Q4  Describe your educational background.

A4  Ireceived a Bachelor of Science in Business Administration, with an emphasis in
Accounting, from San Diego State University in 1977.

Q5 Have you had any other formal training?

A5  Yes, I have attended many seminars on various aspects of the water industry and rate
applications, including the National Association of Regulatory Utility Commissioners
(“NARUC”) biannual Utility Rate Seminar.

PHX/NJAMES/1046482.1/73244.021 -1-
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Direct Testimony of David P. Stephenson

Please describe your professional experience.

I have been employed by the American Water System since 1978. The various positions
I have held within the American Water System are: Accountant - 1978; Accounting
Superintendent for the Los Angeles Region - 1981; Assistant Director of Accounting for
the operating utilities in the Western Region - 1983; Assistant Director of Rates and
Revenues for the operating utilities in the Western Region - 1984; and Director of Rates

and Revenues for the operating utilities in the Western Region since 1986.

Have you had any other professional experience?
Yes, I served on the Accounting Committee of the California Water Association and have

been an instructor at the NARUC biannual Utility Rate Seminar on eight occasions.

Have you previously testified before utility regulatory commissions?

Yes, I have testified before the Arizona Corporation Commission (the “Commission’) in
rate proceedings for Az-Am, the California Public Utilities Commission on many
occasions in rate proceedings for California-American Water Company and the New
Mexico Public Regulation Commission in rate proceedings for New Mexico-American

Water Company.

Please define the terms that you intend to use in this testimony as they relate to Az-Am’s
purchase of the water and wastewater assets of Citizens Utilities Company and its
subsidiaries located within Arizona.

The defined terms that I will use in my testimony are as follows:

1. Citizens Utilities Company is referred to as “Citizens.”

2. The various water and wastewater subsidiaries and operating divisions of Citizens in

Arizona are referred to as “Citizens AZ.”

PHX/NJAMES/1046482.1/73244.021 2-
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Direct Testimony of David P. Stephenson

3. The asset side of Citizens’ balance sheet, including all utility plant and related items,
non-utility plant, current assets, deferred assets and rights under Citizens’ certificates
of public convenience and necessity being acquired by AWW’s operating
subsidiaries, is referred to as the “Acquired Assets.”

4. The Acquired Assets in Arizona are referred to as the “AZ Acquired Assets.”

5. The gross water and wastewater utility plant used by Citizens in the operation of its
water and wastewater utilities in all six states is referred to as “Citizens Gross Plant.”

6. The gross water utility plant used by Citizens AZ in the business of storing,

supplying, distributing and selling water and in the business of providing wastewater

collection, treatment and disposal to the public is referred to as “AZ Gross Plant.”

Briefly describe the transaction that is the subject of this Application.

Under the terms of the Asset Purchase Agreement, dated as of October 15, 1999, Az-Am
has agreed to purchase the AZ Acquired Assets. The Joint Application to which this
testimony is attached seeks Commission approval of the transfer of the AZ Acquired
Assets to Az-Am, authorization for Az-Am to engage in and carry on the water and
wastewater utility business and to provide service to the customers of Citizens AZ, and
for Citizens AZ to withdraw from the water and wastewater utility business in Arizona.
In addition, Az-Am is seeking an accounting order relating to the transaction, as
explained below. Similar Asset Purchase Agreements have been executed relating to the
Acquired Assets of Citizens with Az-Am sister entities in the five other states in which

Citizens provides water and wastewater utility service.

What is your general assignment in connection with the Joint Application?
My general assignment is to sponsor the Joint Application and all of the supporting

exhibits. I am responsible for supporting the method of allocation of the total purchase

PHX/NJAMES/1046482.1/73244.021 -3-
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Direct Testimony of David P. Stephenson

price for all of the Acquired Assets to each of the AWW operating utilities in the six
states involved and the methodology that will be used to account for the difference
between the purchase price paid by Az-Am for the AZ Acquired Assets and the book
value of the AZ Acquired Assets. In addition, I will briefly discuss the preliminary
synergy analysis that has been performed in connection with the transaction. Mr. Joseph
F. Hartnett, Treasurer of AWW, and Mr. Daniel L. Kelleher, Senior Vice President of the
Service Company, have also provided direct testimony. Mr. Hartnett’s testimony
discusses the background and negotiations leading up to the acquisition of the Acquired
Assets from AWW?’s perspective. Mr. Kelleher provides testimony describing the
reasons for the acquisition from AWW?’s perspective as well as the trends in the water

industry that have led AWW to pursue the acquisition of other water systems.

Please state the purchase price that AWW agreed to pay for the Acquired Assets.
AWW agreed to pay a total of $835,000,000 for all of the Acquired Assets in the six
states, including Arizona. The negotiations that resulited in this purchase price are

discussed in Mr. Hartnett’s testimony.

How was the total purchase price determined for each of the six states?
The purchase price was determined for each of the states based on the portion of the

Citizens Gross Plant in that state.

Why was this method chosen?

This method was chosen because the Gross Plant represents Citizens’ plant and property
dedicated to the provision of water and wastewater utility service in each state.
Determining the total purchase price by state on the basis of the Gross Plant used for the

provision of utility service in that state is a fair and reasonable methodology. It provides

PHX/NJAMES/1046482.1/73244.021 4-
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Direct Testimony of David P. Stephenson

a realistic and rational basis for allocating the appropriate portion of the total purchase

price to the utility operations in each state.

Using this methodology, what is the calculated purchase price for the AZ Acquired
Assets?

Citizens AZ had an AZ Gross Plant balance of $167.15 million (M) as of June 30, 1999.
Citizens had a Gross Plant balance in the six states of $603.38M as of June 30, 1999.
Therefore, the Arizona property is 27.70% of the total. Multiplying the purchase price of
$835M by 27.70% results in a purchase price of $231.31M for Az-Am.

Does the purchase price for the AZ Acquired Assets exceed the AZ Acquired Asset
balance as of June 30, 19997

Yes. The AZ Acquired Asset balance was $160.2M, based on the June 30, 1999 balance
sheet for Citizens AZ. The difference between the purchase price and the AZ Acquired
Asset balance will change somewhat based on a final agreement between the parties on

the Statement of Net Assets.

Will the purchase price of the AZ Acquired Assets be adjusted at the time all approvals
have been received?

Yes, the actual, final purchase price will be determined based upon the AZ Acquired
Asset purchase price of $231.3M, plus any additions and less any retirements after June

30, 1999.

How will Az-Am account for the difference between the purchase price and the AZ

Acquired Asset balance for regulatory purposes?

PHX/NJAMES/1046482.1/73244.021 -5-
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Direct Testimony of David P. Stephenson

The difference will be recorded as an acquisition adjustment in accordance with the
Uniform System of Accounts. The ratemaking treatment of the acquisition adjustment
and the related amortization would be determined in Az-Am’s next general rate
proceeding. Az-Am is not requesting that treatment for ratemaking purposes be
determined at this time. However, Az-Am does seek an accounting order in regard to the

amortization period and methodology to be used.

What is the amortization period that Az-Am proposes to use?

Forty years.

What method of amortization is Az-Am proposing to use?

Az-Am proposes to use a mortgage amortization method, which uses the same
amortization principle as home mortgages. Under this method, Az-Am would recover
only a small portion of the acquisition adjustment in the initial years and recover
increasingly greater amounts in the later years. The annual amortization increases each
year. The proposed amortization of the acquisition adjustment balance is shown on page

4 of the schedule attached to this testimony at Tab 1.

What is the normal method of recovery for utility assets?
The normal method, known as a straight-line method of recovery, involves equal or level

recovery in each year of the asset’s life.

Why are you proposing the mortgage method rather than the straight-line method?
Although there are several reasons for this proposal, there is one significant reason that I
will address. The mortgage method levels the annual recovery of principal and carrying
costs. The mortgage method does not front-end load the revenue requirement as do |

straight-line recovery methods. Also, level annual principal and carrying cost recovery

PHX/NJAMES/1046482.1/73244.021 -6-
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Direct Testimony of David P. Stephenson

will provide an easier measurement against which to compare the synergy savings to the

revenue requirement relating to the acquisition adjustment.

What should the Commission authorize in this proceeding in regard to an acquisition
adjustment?

Az-Am requests that the Commission authorize a 40-year amortization period and use of
a mortgage amortization method, as discussed previously. Az-Am also requests that the
Commission defer determination of the ratemaking treatment of the acquisition
adjustment and related amortization until a general rate proceeding, at which time we will
have a final purchase price and other financial information available, as well as detailed
data and information available on the savings and benefits that are expected to accrue to
ratepayers. This data and information will be provided to the Commission as part of the

rate application.

Has Az-Am attempted to perform an analysis of the savings likely to result from the
acquisition of the AZ Acquired Assets?

Yes. This preliminary analysis, which I will refer to as the “Synergy Analysis,” is based
upon the post-consolidation, combined Az-Am entity that will exist after Az-Am’s.
acquisition of the AZ Acquired Assets. A summary of the Synergy Analysis is attached
at Tab 1.

Please summarize the methodology used to develop the Synergy Ahalysis.

The Synergy Analysis is based on an objective quantification of savings related to
reductions in employee positions and related benefits, reductions in duplicative expenses,
avoidance of expenses, cost of capital reductions, savings in material costs, use of

existing employees and equipment to replace purchased services, and historical and future

PHX/NJAMES/1046482.1/73244.021 -7-
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trend reductions. The expenses of each company (Az-Am and Citizens AZ ) were
analyzed for possible savings. A summary of the synergy savings is found on pages 2 and
3 of the summary attached at Tab 1. However, the synergy savings would still exceed the

revenue requirement relating to acquisition adjustment.

What is Az-Am’s current estimate of the synergy savings resulting from the transaction?
At this time, we estimate total synergy savings of approximately $960M over a 40-year
period. Subject to Commission approval in a subsequent rate proceeding, the synergy
savings would be offset by recovery of the acquisition adjustment over the same 40-year
period. Assuming that the acquisition adjustment is $71.1M, based on Citizens AZ’s
balance sheet as of June 30, 1999 and assuming that there is no adjustment to the
purchase price, synergy savings would exceed the revenue requirement relating to the
acquisition adjustment by about $718M over the 40-year period or by a net present value

of approximately $90M, as shown on page 4 of the summary.

Is the Synergy Analysis complete?

No, it is a work in progress based on the latest information now available to us. The
synergy savings that have been provided to the Commission as part of this Joint
Application are Az-Am’s best estimates of such savings at this time. The intent of the
Synergy Analysis is to provide the Commission with supportable evidence that the
customers will in fact benefit from this transaction. Az-Am recognizes, and the Joint
Application reflects, that actual synergy savings can be fully developed and quantified
only after the transaction closes and Az-Am is able to fully integrate the AZ Acquired
Assets into Az-Am and, more generally, the American Water System. The Synergy
Analysis will be more refined and the results more quantifiable by the time Az-Am files a

rate proceeding for the combined Az-Am entity.

PHX/NJAMES/1046482.1/73244.021 -8-
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—

Q28 Will the synergies you have estimated in connection with the Joint Application change?

2 A28 Yes, they are only forecasts and there certainly will be deviations from the synergies

|
i 3 estimated in the attached schedule. For example, some years may produce greater
4 savings from synergies than we presently forecast, while other years may produce less.
5 However, on a cumulative basis we are confident that the full projected synergy savings
6 will be realized. It necessarily will take time to realize the full savings potential. It will
7 take time to achieve full integration and to fully understand how integration will affect
8 operations. Until the consolidation of the companies is complete and an interim period of
9 post-consolidation operation is experienced, the precise annual amount of synergy
10 savings is difficult to quantify.

11 Q29 Does this conclude your direct testimony?

12 A29 Yesitdoes.

PHX/NJAMES/1046482.1/73244.021 9-
12949:128061.1







WV LO0L

945'8

9£9'Gy

891°28L'EL-

POS'SPE'6SL-

v.6'€9¢€'2E

8vL'v8e'ssL

o

Z pue| sabey
L avl

()

o

Zyr'oeeel-

%SS'8
onjeA 1ussaid

£21'699'G9" Iviod

0 250 €CY0LS LL- 95G6'G66'G 0 0 0 0 992'v56'C- o
0 €86°L 8€0'v8G'GL- €ZE'6Y9'S 0 0 0 0 £9€'$58'2- 8¢
0 9l6'L 98/°888'CL- 959'90L'S 0 0 0 0 6€8'L8LC 8¢
0 1681 6YZ' LLETL- 69Y°'L96'S 0 0 0 0 6.5'799°C- A
0 88/'L £29'020°L L- L19'LEY'S 0 0 0 0 £LY'yL6°C- 9¢
0 L'l ¥Zy'818'6- L61'662'S 0 0 0 0 piv'L8b'e- o1
0 0.9l 82T'evL'8- 8v6'691'S 0 0 0 0 862'€0¥'T- e
0 19°L ovv'seL'L- ZG8'EV0'S 0 0 0 0 120'22¢e'e- €€
0 65G°L 060'L76'0- LE8'026'Y 0 0 0 0 G0S'evee- [4S
0 906"t 059°L6L'9- 118'008'y 0 0 0 0 1€9°291°C- Le
0 GSY'L z2.8'8l5'G- 8LL'€89'V 0 0 0 0 GEE'P60°C- 1%
0 Q0v'L 8v9'616't- 18Y'69G'Y 0 0 0 0 z15'e20°e- 6¢
0 8Ge'L 8.8'G8E'- 0£0'8SY'v 0 0 0 o] $80°GG6' - j:74
0 zie'L gog'ole'e- LBZ'6VE'Y 0 0 0 0 0.6'888°}- yrd
0 892’1 669°'98Y'¢- PARAS A4 0 0 0 0 260'G28°L- 9Z
0 [eraAlt z6l'60L'e- vZLBEL'Y 0 0 0 0 PLE'EL L 74
0 y8L°L 81L°TLLC GG2'8E0't 0 0 0 o] EvL'€0L - ve
0 PyLL Lg6'zLY'e: 692'0v6'S 0 o] 0 0 62L°9v9°L- €2
0 SoL°L 904'602°2- 9pL'vre'e 0 0 0 0 €9v'066'L- 44
0 890°L GLY' L196°L- 98€'05.'e 0 0 0 0 629'0€G' - 12
0] 2e0’L 680°GSL'L- £16'859'c 0 0 0 0 pLLVeY - (174
0 166 €21'69G'L- 119'69G'¢ 0 0 0 0 L0S'VEY L~ 61
0 €96 G98'96¢"L- 909'Z8v'e 0 0 0 0 166'G8€"L- gl
0 0c6 6.2°9¥C - $99°L6€' 0 0 0 0 LZL'6EE L L
o] 668 GL6'LLL L veL'vLE'e o] 0 0 0 Zy8'e6T  L- 9l
0 698 081266~ SPB'eeg’e 0 0 0 o] 680°08Z'L- Gi
0 oye 81£'Ge8- 890'GGL'E 0 0 0 0 918°202'L- 147
o Zi8 786'68.- Ghl'8l0'e 0 0 0 0 2L6°991L° - €l
0 g84 926'v0.- 6€0'€00' 0 0 0 0 608221 )" [4%
0 8GL 0£0'629- v6.'626'Z 0 0 0 0 18€'680°L- Ll
0 zel £0£°196- 9€£'868'2 o] o] 0 0 Z¥5'Z80° - [o]3
0 204 298006~ 029'88.' 0 0 0 0 616'91L0"L- 6
0 £89 2L6'oby- 509'0¢L'e 0 0 0 0 095286~ 8
0 099 69.'86€- 6¥Z'p59'C 0 0 0 0 £EE'6Y6- L
0 8€9 16.'6G¢€- 115686 0 0 0 0 0£Z'L16- 9
0 9l9 szZv'Lie- £9€'925' 0 0 0 0 €12°'988- ]
0 GBS vL1'€82- SEL'POP'Z 0 0 0 0 V2’968 14
0 GL6 §65'25¢2- 029'v0¥'2 0 0 0 0 682'L28" €
0 966 ¥62'GCe- LLB'SYE'S 0 0 0 0 €1€'664" 4
0 LES £16'002- 26.'882' 0 0 0 0 $82'TLL 3
0 092 $15'68- POP'OLL L 0 0 0 0 $80'€L€- Jes A boy
asuadxg sBuineg sBuireg sBuineg sBuiaeg sbBuiaeg sbuineg sBuineg ioqeTy IBBA
Aiojeinbay uojsuad aosuensuj 294 |esodsiqg |es1wiay) Jamod 1M NZO
dnoig juswoabeuepy JSEM paseyosind paseyoind sBuineg
- (o) . le) (8) (2) (9) (s) ¥ (g) (2 (1)
UBOUBLWY-BUOZIY sBuineg ABisuAsg

sishieuy o} 1€ O




Wv 2001

6GS'vBY'S
929'62.'9
ZSY'E9L’L
0SZ'619'8
PZ9'LLE'6
658'9/8'6
€1'cle'0l
£86'09'01L
090'€.8°0L
£G2'020' LY
EL'YPBO L
GZL'ZOL' Lt
£69'250°LL
6¥2'256'0L
259°'808°01
G88'GZ9°0L
6GE'607'0L
L1P'€9L°01
6061686
952'865'6
9.¥'582'6
6¥2'956'8
SP6'Z19'8
099'/52'8
8YZ'268'L
LYE'BLS L
Zov'LEL'L
689'0S.'9
9€€'65€°9
LEE'YI6'S
9¥5'995'G
8vL'991°S
0L9'S9L'y
02L'c9e'y
685°'196'¢
699'655'
0se'gsi'e
696°L5.°C
228'85€'C
8G1'196'}
$51°088

UBOLBWY-BUOZUY

2 puey sebey

00/LVig

L gvl
080'v¥6'L9L EVL'E6E'LL 660'128'G8 62£'2€6'92 ozl'vez'eT 0 ovz'sLe’s- 0 602’916 886'/6.'G 168'€9.L°L
$29'€.6'L66 821L'68.'L6 000'L09'¥6S €.2°150'881 0.5'2VL'v8L 0 992've6' L2 0 L8E'8LY'T £80'6€8'.L2 256'G65°9
06.'126'LE L€2'6.8'C 000'8¥5'82 vLE'YY0'6 £€09'799°0L 0 158'LL0°)- 0 629'G6 820'v.L0'L €98'291
292'86£°8¢ 9€9'0/.°¢ 000'258°L2 §L0'928'8 182'8ve'oL o] 2196'460°)- 0 L62°E6 Ze8'L¥0'L £€98'291
£61'265'8¢ Wo'vL9'e 000°6G1'L2 L0Z'L09'8 ¥90'v¥8'6 0 616'G20°L- 0 120’16 §.2'220'} £98'291
826'069'8E 819'c.5'e 000°85¥'92 EV6°L8€'8 90.'6¥Y'6 0 968°000°L- 0 108'88 LvE'L66 £98'291
ZL1'265'8E 88Y'GLy'e 000'66.'SC 852’8918 L96'¥90'6 0 8Y'9.6- 0 G£9'98 910°€.L6 £98'291
G9Z'L1E'8E oLy'6le'e 000°190'6Z PSL'8Y6'L 219'689'8 0 £99'256- 0 225’8 ¥8Z'6v6 £98'79L
655'096°L¢E 98€'682' 000°¢9e've LY9'L2L'L Liv'ETe'8 0 LEv'626- 0 09v'z8 LEL'OZE £98'294
ove' L6y LE 18e°e6l'E 000'€99°cT 6v.2'90G'L €71'996'L 0 29.'906- 0 6¥¥'08 Vs e06 £08'791
8ZE'6£6'9€ 89zZ'c0L'e 000'€96'22 69Y'G82"L 88G'L19°2 0 959'v88- 0 1882 $05'188 £98'29l
028'L62°9¢ £90'GL0'e 000'292'22 ZZ8'€90'L veS'LL2'L 0 690°'£98- 0 €16'0L $00'098 £98°294
£28°€95'GE 689'826' 000°19S'te 918'L¥8'9 GLL'GY6'9 0 6102y8- 0 S0.'v. 820'6€8 £98°Z91
212°908'vE Z60'v¥8'C 000°098'02 Z9v'619'9 L01'Z29'9 0 Lev'1ee- 0 £88'C2 $95'818 £€98°291
G/8'L.6'€E 2ez'iaL'e 000°851'02 122'96€°9 PEE'90€'9 0 Svb'108- 0 SOL'LL 665'86. £98°294
G1/'880'€E 920'089°2 000'96+'61 €G2'€LL'9 292'866'G 0 168°'184- 0 12€£'69 Lzh'sLL £98'201
L01'29L'ze SS¥'009°C 000'€5.'8L 6L7'056'G G0.'.69'G 0 9z8'29.- 0 629'L9 8L1'09. £€98°291
ave'e6L'LE 1812262 000°050°81 GL2'92L' 8.Y'v0P'S 0 Lee'vyl- 0 82099 6.5'LyL £98°Z791
$GE'20Z°0€ G66'Sth'e 000°L¥E'LL P€8'206'S £0V'8LL'S 0 690°922- 0 8LY'y9 zev'ees £98'2gt
62V’ LLL'6C zloLle'e 000°ev9'9l £09'8/2'G S0E'6E8'Y 0 09€'804- 0 L¥8'29 9v8'S0L £98°291
€/€'221'8C Pov'L62°C 000'8€6°G1L 680'¥S0'S PL0°L9G'Y 0 £80'169- 0 y1E'L9 0£9'889 £98'291
$96'950'L2 80€'62z'e 000'ceT'SlL €0E'628'Y GoE‘L0E'Y 0 9ZT'v.Lo 0 618'65 vE8'LLY £98'291
£16'196'GZ L6V'¥SL'C 000'825'vL ZSC'v09'y §61°2H0'Y 0 $8L'1G9- 0 09€°8S 8vP'SS9 £98'291
6£2'€98'vT 066'v80°C 000228t EV6'8LE'Y LYE'68L°C 0 ovL'ive- 0 1£6'9G L9v'6€9 €98°Z91
689'0VL'€Z PpL'910'C 000°LLL'EL G8E'ESL'Y G99°ZPS'e 0 £80'929- 0 8vG'GS $98°'€29 €98'79L
9.£'819'22 91.'6¥6'L 000'L iYL 686'L26' 000'20¢'e 0 218019~ 0 £61'vS 879°'809 £98'291
eLL'osr'ie G98'e88’L 000'v0L' L1 6vS'L0oL'e $02°290°¢ 0 616'665- 0 128°2S £08'€6S £98'291
66Y'GE€'02 Zsi'eLeL 000'866°01 982'S.lv'e 9E1'8E8'C 0 +8¢'1 85" 0 185'LS 02£'6.45 £98°29l
L€6°€8L'6L GEG'GGL L 000'L62'0L Lo8'ave's GG9'v19°T 0 ¥02'295- 0 €2€°0S 061°G9S £98°'291
999'G20'8L 128'269°L 000'285'6 00l'zeo’e $29'96€'C 0 0.£'€85- 0 960'61 SOP' LSS £98°29l
¥.2'G98°91L 8EP'LEY'L 000'G.8'8 L6L'S6L'T LIB'E8L'T 0 £/8'6€S- 0 668°LY 956°LEG £98°291
ZLZL0L'GL 188°0.6°L 000°991'8 080°895'Z 98€'0/6'L 0 §0.°92S- 0 LeL'oy GER'YES £98°291
G18'9eS'pL 6921161 000°65Y'L LLLove'z €26'€LL'L 0 8G8'CLS- 0 L65'GY PEO'ZLS £98°291
ZILE'BIE'EL p9s'esy'L 000'05.'9 ziTEILT 86€'9/G'L 0 G2e' 106 0 BLY'vY SYS'667 £€98'291
Zre'iog'et Z2eL'vee’L 000'L+0'9 885'G88’L 169'¢8E’L 0 160'68%- 0 y6E'EY 1oe°/8t £98'291
GSP'Een’LL gel'lee’L 000'2ee’s PCL'1G9'L $89'G6L°L 0 89L LY 0 9ee'ey viv'SLY £€98'791
821'G98'6 6€5'1L82°L 000'229'v 689'6ZP'L 292'Z10'L 0 625'GoP- 0 €02’ LY L.8'€9y £98'291
667'€LL'8 oeg'ove’L 000'cl6'e 9¥'L02 L PLE'CER 0 VLL'YSY- 0 96Z'0v £96°ZSY £98'791
ZLY'vLG L za0'cLe’L 000'€0Z'e €0L'eL6 1£2'869 0 160'evy- 0 €LE'6E [erANA 44 £98'Co!
LP8'SLT'9 8.8'GolL’L 000'Z6¥'2 0L5'vy. Sov'gsy 0 062°ZeY- 0 $SE'ge 9G2'0ey £98°291
65L'vve's L£€'€0L°L 000'28L°L 188'G1LS gee'eee 0 ovL'ley 0 6LY'LE 0sz'ozy £98°29}
¥S6°C50'Y 96,'020°} 000°'LL0°L £v0°.82 LLL°09L 0 65" LLY- 0 905'9¢e 000'0L¥ £€98'291
EOP'GLL L 60€'G.LY 000'09¢ L€G'L8 620'0% 0 Z1.2'00¢- 0 808°LL 000'002 2ep'L8
sBuineg JUBWSaAUY sBuineg sBuineg sBuineg asuadx3 asuadx3 asuadxy Bugunoday BYyo
lejol uo uinjey JUBWIISAAU| xe} uonepaida@ IduUBUIUIBY SNODUR|RISIN ELITTTo) sjuay Jaworsn) asuesnsu|
eydes jesouag jeJauan
(12) (02) (1) (81) (L1) (91) 51) 1) (eL) (z1) (1)
sbuineg ABisuAg sishjeuy 8y Je9] oy




AV L0:01 00/LL/E

000gL06vC 00009€8651 9ELLGLLL 66.2€5.62C 0060GL12

000¥9S. 00008LC 6 69¥8v6¢C- 0 6¢ec 00€'9LE’ LS 6£59LEL or
0000vEL 0000v€9 £9G8Y62 10,992~ 0 6€591EL 006°219°98 6eEYYEeEL 6€
0000604 0000600} LL9G195 ¥8ev6eT- 0 6EVYEBEL 00V'L¥6'S$ 6€85.861 8€
0002989 00009vEL 1966008 cvoevLe- 0 6£86/861 00L'vee'ss 6£660C5C A
0005999 00008194 €096510t 1266261 0 6€66025C 006°88.'t$ 6£88666¢ 9€
000v8¥9 00006161 0e56801 859l L~ 0 6€88666¢C 00v'662't$ 6€2862rt Ge
000€Z€9 0000€91Le 8817Z8¢l 08GSSS L~ 0 6€286CVE 000'098°€$ 6£28518¢ e
0009219 000018¢€C 89227651 9G8596¢€L- 0 6€Z8518¢ 001'S9P'e$ 6E9€29LY £e
0009¥09 00008452 YCeVLL91 ¥18€GCL- 0 6£9€291¥ 00Z°LLL'ES 6EBVELYY [4
0006265 0000vSLC 8€18208L 09921 L- 0 6E8YELYY 002°€6.C$ 6€082GLY 3
000£28S 00002162 86/€G161 €090L01L- 0 6€08CS.LY 00£°£05'C$ 6€25€00S og
000825 0000VS0€ Lobv9102 1€206- 0 6€.5€00S [olo] A RerArA S 6€1.822S 6¢
000++9S 0000¢8LE SkZii0le ¥85¥18- 0 6€1/8225 00€°1202$ B6EVBOEYS 8¢
000295S 0000962¢ 6629881¢ yeeles- 0 6EP80EYS 00471818 6€1€2C195 e
00066¥S 000066€€ £€29/19¢¢ 895969~ 0 6ELETLIS 002'629°'1$ B6EETSLLS 9c
0004£9S 000016v€ 161¥.2€2 89r68G- 0 6ECTGLLS 00L'291'1$ 6€05126S 14
000Z8es 0000v.5€ 659€98€2 022625 0 6€05126S 00Z'ELE’ LS 6€282509 4
000€ees 00006¥9¢€ 6.826e¥C 1608V~ 0 6£282509 006'8LL°L$ 6€1L0L19 €¢
000682S 000091 L€ 9.6/98vC [einelera of 0 6€120/19 00v'850°L$ 6£559.29 44
0008¥eS 00006..€ L16¥6252 1£628¢- 0 6£959.29 00Z'056%$ 6€L51.€9 ¥4
00021Zs 0000628¢€ v 1952 66.Ev¢E- 0 6€.51LE9 00L‘e58% 6£889GY9 174
000181LS 00008.8¢€ L¥yeclzo9e 85980¢- 0 6€889519 006'G9.$ 6ELVEEG9 61
0002S1S 0000126€ 66862£92 eoLLLe- 0 6€/1£E99 009°'289% 6€£€£22099 8l
0009Z1LS 0000096 20020992 cLL8YC 0 6€£€22099 00€°219$ 6£96€999 L
000€01LS 0000566¢€ Y.1.G589C EVEETT- 0 6£96£999 002'¥5S$ 6£8€61.9 94
0009€LS 0000v.L0¥ Liislole $9¢SSL GgoLiieC 6€8€61.9 009°26¥$ 6E¥169.9 Si
000182S 00009vCy £G86TE9C viSleLL 60veEYLY 6€v169.9 002'9vv$ 6€18€189 vl
00018vS 000029v¥ 642265vC LG66¥.LL BOvEYLY 6€18€189 ooL‘1ov$ 6€T6E589 €l
000v89S 00009.9% 8ceTyece viv99Ll 60vEY.LY 6€£26£589 001°09¢€$ 6££66889 Zl
000888S 0000888 $985.012 voeL8Ll 60veEPLY 6€££66889 ooe'ezes 6€922T69 L
000€609 00004605 0Ssy6Z61 crovell 60vEYLY 6£922¢69 002'062% 6€821569 ol
00000€9 000050€s 20666v.1 c.269081 60vEYLY 6€821569 009°09Z$ 6EVELL69 6
0008059 00004168 GEEE6951 ceellgl 60VEYLY 6EVELL69 006°€€T$ 6€£€20004 8 g
0002129 0000G1.LS £009.8¢t 969281 60vEYLY 6£€.000L 000'012$ 6€€L120L L
0009269 00008165 6£06¥0C1 8856€81 60vEYLY 6€€/120L 009'881% 6€£650¥0L 9
000.€LL 00000<19 LGreLZoL 99eergl 60veEv.Ly 6€65070L 00€'691$ 6€2SL50L S
0008¥cL 0000129 §800.€8 8€€0581 60vEY.LY 6€2G6/50L 000°251$ 6€CL2L0L 14
0006654 00000259 LY16159 G299681 60vEYLY 6€2.2.0L 00v'9€LS 6£9€980L €
00024LL 00006149 [44354 14 9¢cco8l 60vEPLY 6£9€980L 005221$ 6€19860L 4
0005862 00004169 9680082 ¥9cL98l 60veEvLy 6€19860L 000°'044$ 6£19601L l
000050t 0000990L CE9EL6 ZE9EL6 §0l1.82 6€19601L 000°56% 6ELIGLLL 0
6ELLSLLL soueleg AOg
awainbay JOVHINY Xel joQ 20V Xe| jog deQ xet AO3 uoyezipowy AOg
SNUBASY
SNIZIID

sisAjeuy jusunsnipy uonisinboy

wauwsnipy uogisinboy

UBDUBWIY-BUOZ Y sBuineg ABiouAg



-

Cumulative Synergy Savings - A

3/17/00

#

Synergy Analysis - Customer Rate Impact Viewpoint

Ariz-Citz Synergy Model

Arizona-American

(1) (2) (3)
Cumulative

Synergy

Acquisition Savings-

Synergy Adjustment Company

Year Savings Revenue Req.
1 1,715,463 4,050,000 -2,334,537
2 4,052,954 7,985,000 -6,266,583
3 5,244,159 7,772,000 -8,794,424
4 6,415,847 7,559,000 -9,937,577
5 7,574,412 7,348,000 -9,711,165
6 8,713,499 7,137,000 -8,134,666
7 9,865,128 6,926,000 -5,195,538
8 11,033,455 6,717,000 -879,083
9 12,201,342 6,508,000 4,814,259
10 13,369,312 6,300,000 11,883,571
11 14,536,815 6,093,000 20,327,386
12 15,701,212 5,888,000 30,140,598
13 16,865,774 5,684,000 41,322,372
14 18,025,666 5,481,000 53,867,038
15 19,183,937 5,281,000 67,769,975
16 20,335,499 5,136,000 82,969,474
17 21,480,113 5,103,000 99,346,587
18 22,618,376 5,126,000 116,838,963
19 23,746,689 5,152,000 135,433,652
20 24,863,239 5,181,000 155,115,891
21 25,967,973 5,212,000 175,871,864
22 27,056,564 5,248,000 197,680,428
23 28,127,373 5,289,000 220,518,801
24 29,177,429 5,333,000 244,363,230
25 30,202,354 5,382,000 269,183,584
26 31,198,346 5,437,000 294,944,930
27 32,162,107 5,499,000 321,608,037
28 33,088,775 5,567,000 349,129,812
29 33,971,875 5,644,000 377,457,687
30 34,806,217 5,728,000 406,535,904
31 35,583,823 5,823,000 436,296,727
32 36,297,820 5,929,000 466,665,547
33 36,939,328 6,046,000 497,558,875
34 37,497,340 6,176,000 528,880,215
35 37,960,559 6,323,000 560,517,774
36 38,317,265 6,484,000 592,351,039
37 38,552,112 6,665,000 624,238,151
38 38,650,928 6,867,000 656,022,079
39 38,592,493 7,090,000 687,524,572
40 38,358,262 7,340,000 718,542,834
TOTAL 960,051,834 241,509,000 718,542,834
NPV 160,631,681 70,751,778 89,879,903
TAB 1
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